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PROCEEDTINGS
(9:20 a.m.)
CHAIRMAN COLMERS: -- 10 minutes after the
hour, and having not passed this out previously
since -- vacations, we’re now back here all rejuvenated
and ready to get back to tackle the problems of the
non-group insurance market. I’'m sure everybody has

gotten a copy of the minutes which are more like the

hours of the meeting. The transcript is there. I

don’t know that anybody wants to change anything, not
that you could, because I'm sure the transcription is
perfect and it did actually reflect what was said,

so -- don’'t have to approve the minutes.

Next item on the agenda would be a
presentation today by Blue Cross and other carriers to
discuss alternatives and options in their view of
SAAC --. Sitting before us today is John Picciotto and
Donna Rivera, and John, the floor is yours.

MEe) P BEGRORTRO:: »«Thamk 3o .-

CHAIRMAN COLMERS: John, is that you humming?

MR sBNGETONTDE No fsnet=yet . Ik - isysemeone
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humming?
CHAIRMAN COLMERS: Maybe it’s just me. Do
you hear it? Okay. Like a dog, I only hear a high

pitch.

MR. PICCIOTTO: Whining you mean.

CHAIRMAN COLMERS: Yes, I'm very sensitive to
that. It’s all right, John. Go ahead.

MR. PICCIOTTO: Oh, there’s a lot of lines
there, but in any event, thank you for, for hearing
from us today as well as others. As you may remember,
we were scheduled to make a presentation at the last
meeting, but because of time limitations we couldn’t,
and that probably is better, because the presentation
that we did pass out you can throw away even though
it’s very well done. The presentation you have before
you, and unfortunately I think we, you all have copies,
but there are no more available today. We will get
them to anyone who needs them in the audience. This 1is
a more complete presentation, and if I might before
Donna begins try to just set the framework for what we

perceive the presentation to be about. We all are
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5
aware that the HSCRC is in the process of, has accepted
a recommendation from its staff to reevaluate SAAC, to
ieek] at.dts te« comey uprwithaaliternat ifvies: orrtes geta rid
of it which is I think a fair summary of, of where we
are. This Task Force, as we all know, is charged with
looking at the non-group or the individual market, and
in its totality, and one of the specific elements that
we need as a Task Force to, to grapple with is the, the
SAAC differential. What we’re going to propose today
igsg: isrepecificpso CareBirst: DL iss whatuwesbeliewe a
ratienale. fors continuing i thuther di fiiernent ialy assdt
currently exists. We will also be filing this with the
HSCRC in the near future, a more detailed document
which, which gives a lot more information. We thought
for this Task Force and for this group it would be
better to give a detailed summary. We will also file
with'this gmeuputhe,.the. I-guess« 50y page. sSummary: or

rationale or study or what have you.

What we would like to do is -- and you will

see in the presentation that it is, it is geared to

CareFirst. Our basic thought and our basic approach to
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6
this is we believe that whatever the proposals, whether
it’'s from CareFirst in terms of how to measure SAAC or
the importance of SAAC, from MAMSI, from Prudential or
any other carrier who cares to, to comment, that the
basic principles that we’re, we’'re trying to establish
for this Task Force and ultimately the HSCRC is that as
it 16Skstat EBREC,. It @anadt jusk kéoksat, open
enrollment, that open enrollment is too narrow a focus,
SR oGHa &R ryiwe Mo EBullds happen~ 1 §Fofily open
enrollment is used to justify SAAC or to measure SAAC
is that you very well could destabilize the non-group
market, a market which, which we’ll talk about we
believe is stable in this state. We’ve heard some
testimony in the past several meetings from summaries
of other statellmithatiOhE;scte.; and-SSwe oft-thetinlfgs
Donna will say today we think make clear that in
Maryland, the non-group market is relatively stable, if
not very stable, and that any significant change to
SAAC while well intentioned in some respects or while

maybe understandable in terms of what the industry has

been unable to convince the Commission of may be a bad
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public policy, and to do this in the time frames we’re

talking about may be throwing the baby out with the

bath water. It may very well create the problem that

we’re all here trying to avoid.

So with that -- so what we'’re going to be
asking the Task Force to do, to recommend ultimately,
is that the HSCRC, when it looks at SAAC, because it is
ultimately the HSCRC’s decision to make, that it look
at more than just open enrollment as a potential
justification or that it look at other approaches to
SAAC that we may hear about today.

With that, I turn it over to, to Donna
Rivera. Donna is a principal --

MS. RIVERA: Partner.

MS. FLOYD: Partner, I'm sorry, with Arthur
Anderson and has been assisting us with regard to SAAC
for close to 10 years now. And my understanding is
approximately 20 minutes, and then we’ll, that would be
obviously subject to questions, etc., and then we’ll go
on to the others.

MS. RIVERA: Thank you. I appreciate the
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opportunity to be here today, and I'm living in
Massachusetts now and really enjoy the opportunity to
be in Maryland for the day. I do make frequent trips
here. I always seem to find a reason to be back in
Maryland.

You all should have a document in front of
you which outlines the presentation that, that I'm
going to walk you through and, and I'm not going to go

through the details on every page, but you’ll have the

document for later reference. Starting on page 2 of

the document, I think just to really set the stage
about what I'm going to be presenting the -- what we’'re
looking at here in terms of risk of, of uninsurance in
the SAAC program are a number of different groups who
have different needs, and looking at National Coalition
on Health Care Report, and yesterday a Commonwealth
Fund report also hit the streets, there are different
groups that are at high risk of being uninsured. The
young adults, the near elderly, people who work for
small businesses, the fastest growing sector for

employment, people who are self-employed, people with

FREE STATE REPORTING, INC.
Court Reporting Depositions
D.C. Area 261-1902
Balt. & Annap. 974-0947




poor health status, and probably one thing that’s
pervasive over all of these groups is that the highest
risk group for being uninsured are low income workers
and the, the Commonwealth Fund statistics yesterday
showed that one-third of people under an income of
35,000 were uninsured versus 7 percent for people with
an income of over 35,000. Forty-two percent of the
population with an income of less than 20,000 are not
offered health insurance through their job. So there
are many groups here that have need of insurance, and
the needs that they have are different.

Bf you turnsto.pager3, and. I'm suke.that omest
of you are fairly familiar with the SAAC program, but
just to, to highlight some of the, the origin and some
of the findings that have occurred in the past, back in
1974, the HSCRC adopted a differential for Blue Cross
based on their underwriting practices, and in 1986,
after years of, of hearings and discussions, a decision
was issued that defined SAAC as comprehensive coverage

with low self-payment provision provided to high risk

individuals or groups at prices sufficiently low to

-4
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enable individuals and groups to purchase it and that

the SAAC program should encourage third-party payers to

participate in certain underwriting practices that
would provide coverage to individuals and families that
might not otherwise be insured or might be
underinsured. So looking back to that prior page,
those are the groups that are likely to be insured or
at high risk of being underinsured or not insured at
Al

Briefly to talk about the Blue, the Blue
Cross program, the CareFirst program, got to get the,
the new name on the tongue here, the, the SAAC program,
back to the very beginning and the inception of the
program, has always been broadly focused on the
underwriting and business practices in the individual
insurance market. So what, what we’re telling you
today is not a new wrinkle that, that was invented
along the way. This is essentially the program that
was in place when HSCRC initially granted the 4 percent
diebsunt; ahdr in theclmste set rof-heazings-1n- 19934 the

HSCRC indicated that Blue Cross was doing a better job
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in 1993 than they were back in 1974 when they were
granted the initial 4 percent discount. CareFirst is
the primary insurer of individuals in the state, and
I'1l show you some statistics on that, and a leading
participant in the SEGO program with more individuals
and, and groups of one and two. CareFirst incurs
adverse risk selection on broadly stated over its
entire book of business with higher case mix, higher
level of chronic illness and higher old age groups in
its book of business.

The Maryland environment, and one of the
things I'm, I'm doing in Massachusetts, which is where
I live now, is tracking on a national basis what is
happening with the insurance market, and I will
certainly tell you and have some, some stories in here
that we’ve collected on a national scale of what’s
happening in other insurance markets with individual
and small group products, and you should be pleased
that Maryland is in a much more stable and better

condition than the other marketplaces. And last but

not least, and a change in the SAAC program or a major
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reduction would certainly have an unfavorable effect on
the premiums and the individuals covered in the
Maryland marketplace.

On the next page 5, and I'm not going to go
through this in detail, but CareFirst has a number of
products that are offered to the individual market and,
and they meet the needs of different categories back on
page 1, and there is one product called open
enrollment, but within the definition, each of these
products are open. The employees leaving group
coverage have the, the opportunity to, to convert to a
long-term, affordable product under the automatic group
conversion, so that’s open to that group, and that is

particularly targeted at that 45- to 55-year-old high

risk group. The low to medium risk individuals, and

that talks about health risks, are probably the highest
risk individuals of being uninsured because of low
ificome . nThatiesoducts &8, & diswopen te, s @pen.years
round but is underwritten. However, it’s the most
affordable product and really meets the needs of a lot

of the individuals in the low income range that we
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looked at on the other page. High risk individuals
are, are served through the open enrollment product,
and CareFirst also has products for special
populations, child only and student policies.

On page 6, just to give you a quick view of
the number of individuals which CareFirst serves, the
individuals in 1998 are 90,000 nonsupplemental, and
nonsupplemental basically means that they’re full
insurance products not a supplemental Medicare type
product, and, and SEGO members being the small group
plan includes 12,000, just over 12,000 individuals of
one group and about 15,000 with a group size of two.
CareFirst average group size is 3.82 compared to all
oliar lcompetdtorsl efii6 402 pese evien inwthe  SEGQ
marketplace, CareFirst is serving a larger share of

individuals in very small groups. And looking toward

the, the bottom of the page, the estimated market share

ofutheyindividual market:-is -about 62 ypercent, for; for
Blue -- for CareFirst.
UNIDENTIFIED MALE SPEAKER: Question.

MS.. RIVERA: Yes.
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DR. SAMMIS: 1If you don’'t mind.

MS. RIVERA: Sure.

MS. RIVERA: Back on the other page where you
described all of the products that CareFirst is
offering, is it not true that the, that the, what'’s
unique to CareFirst separating out normal commercial
carriers is the special populations, the student-child
arrangement and the SAAC product? I mean COBRA is
required for, is federal law as I understand it.

MS. RIVERA: That’s not the, the only unique
PECEuEt fEElhgn A THEY whe group conversion goes
beyond COBRA, so at the point that COBRA ends, someone
can continue on with a group conversion product
indefinitely, and while there have been some additional
requirements what -- with, with HIPPA, what HIPPA
really hasn’t done is to put a price cap on some of the
products that might be offered to other people beyond
the COBRA period. So, so for example, somebody might
be able to get a product beyond a COBRA period, but it

might be at a cost of $8,000, so even if they could get

By ehey cotl dn? 3 aBforand tynand thie» t Hie product
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continues to, to offer beyond a post-COBRA period. It
has about 8,000 enrollees, and a lot of them do tend to
be in the older, in the older age group, the 55 to 64
age group where, where people have struggled to get
alternative insurance at affordable prices.

The , ssherothesigreup hs toerta hnly wthe i even

with the low to medium risk individuals, there are not

broad product offerings available for those individuals
in the marketplace, and at the premiums that they are
offered at by the Blues plan and with the indemnity
product and the quality of the indemnity product that
is offered in that marketplace is very high compared to
other folks’ offering any products in that marketplace
atsall a8 Alatleiszarl ol  oflcarniens ljisErdeontt sFaye
any indemnity product for individuals. So that product
to does have a unique aspect to it.

Mevingmte pages?,atostabkesa littile|kit about
the underwriting practices in general of CareFirst, and
one of the, the things that’s not broadly available are
statistics that compare age and health status of, of

the enrollees of different health plans, but what we
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have done here is to take the Health Services Cost
Review Commission data and look at the admissions of
all of the health plans compared to CareFirst, and
basically what you will see is that CareFirst being in
the, the blue bars on this graph, if you look in the
age groups of 46 to 64 where the costs are the highest,
CareFirst has a higher proportion of cases nd
therefore enrollees in those age categories So you
can see that, that CareFirst is getting a h:gher
proportion of the older age population that is at risk
of being uninsured or underinsured.

Then on page 8, we’ve taken a loot at it a
different way which is to look at case mix ind chronic
cases as an indicator of, of the health sta:us of the
individuals enrolled with the, the CareFirs:. plans, and
if we set the, the statewide HMOs other thai the

CareFirst at a case mix index of one, then :he

CareFirst, CareFirst group is 14 percent more costly on

average than the HMO enrollees or 6 percent on average
more costly than other commercial carriers’ enrollees,

again indicating a higher disease mix and hgher number
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1%,

of chronic cases, and on the right, we loocked at the,
the same data another way and classified the cases as,
as chronic based on ICDS codes.

MR. HAMPTON: I assume these case mixes and
chronic cases are for all Blue Cross --

MS. RIVERA: Yes.

MS. THOMAS: Including Medicare and Medicaid.

MS. RIVERA: Oh, I’'m sorry, no, not -- these
are all -- these are not including Medicare and
Medicaid. These are just for the commercial, just for
the commercial Blue Cross market.

CHAIRMAN COLMERS: EWASEE -2

MS. RIVERA: Yes, they include, they include
all Blue Cross cases including the ASO.

CHAIRMAN COLMERS: And does it -- I know it’s
in the footnote, it doesn’t include Eastern Shore or
Western Maryland. Is there a reason for that? Maybe
it was only for Montgomery, Prince George’s and also
southern Maryland I believe --

MS. RIVERA: The, the reason -- there, there

was no reason.to exclude those counties other than that
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the bulk of the enrollment are in the counties that are

listed here, and we were doing finite detail work with

the, the data and trying to make sure that we were
focusing on the, the, where the preponderance of the,
the individual and group business was, so it’s just a
matter of numbers.

MR. HAMPTON: Of the percent of chronic
cases, are those weighted based on percent of market
share? How are, how are those determined?

MS. RIVERA: They were determined based on
looking at the, yes, the percent, the number of chronic
cases divided by the total number of cases for that
paitiewlar rcarrier, Sar€areFirst ,i24 percentsof
CareFirst’s cases are chronic. Eighteen percent of the
HMO cases would be classified as chronic and 21 percent
of commercial, so they’re all, they’re all weighted
with a denominator that makes them comparable. So it’s
not a market share. 1It’s a pure percentage of how
many, what percent of my cases would be classified as,
as chronic.

MR..HAMPTON: Okay, thanks.
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DR. SAMMIS: And, and can you rule out the,
the -- is it, is it hypothetically possible that some
of the difference that you see in case mix and
particularly in distribution of cases by age cohort

could also mean that perhaps Blue Cross is not as

efficient in utilization management as some of its

competitors?

MS. RIVERA: Well, that’s a good hypothetical
question that I’'ve always wanted to bat around with
the, with better data, but I actually have looked at
CareFirst age cohorts, and I've actually done work in
looking at age cohorts inside of Milleman and Robertson
underwriting, and I know for a fact that, that
CareFirst age cohorts are in fact higher than the
Milleman and Robertson underwriting averages for, for
the area. So it could be theoretically possible, but I
don’t think it is based on the other information that
I've looked at, and we’re always looking for --

DR. SAMMIS: But it could be a factor.

MS. RIVERA: It could always be a factor.

MS. .FLOYD: Of course, Beth, if you listen to
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the MHA, we’'re, we’'re doing a much stronger jcbuthan
other carriers.

DR. SAMMIS: You have a good public relations
department.

MS. RIVERA: So that, that gets us to the,
the end of the, the data, and just to summarize what

the, the data on risk selection on chronic cases shows,

certainly demonstrates that, that CareFirst is subject

to adverse risk selection, does underwrite, does insure
an older and sicker population than other insurers in
the state, and going back to the original intention of
SAAC, this is definitely consistent with part of the
reason that the SAAC program was established and part
of the reason that Blue Cross was granted that initial
4 percent discount.

Before kind of getting to, to some of the
final recommendations, just a brief review of, of some
of what is, is going on in other states, and there are
lots more, lots more stories that, that could be added
to this 1list, but there, there is certainly a

significant problem with individual insurance and high
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risk pools occurring in other states now with, with New
York and Washington State, California, Florida with
Humana exiting the entire individual product market,
the small group market in Texas, the folks in Maine who

are going to get a 27 percent increase after their 48

percent increase last year, and I think that what

you’ve got here with the, the individual and, and even
the small group market is a much more stable situation
than we’'re seeing in lots of other parts of the
coMnt oy, JAnd j and IiwididyssasietReslin ofher partssef
thewcount ¥y.s more die- yetsgtencometimiterms yof , sinrterms
of some of the problems.

Just to give you a sense of how much
CareFirst is spending care dollar wise on some of the
populations that we’re talking about, individual
nonsupplemental is 97 million. SEGO is approximately
290 million. The adverse risk selection, and this is
jlaste=For thérinpakienm-Resp tal hpicae., soryovncan
probably double that if you consider the impact on the
totgl Last toy the GFS «i& 28 . 9 Tmikll won based gn ‘eur

calculation. Those are, are some cost figures to look
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at associated with these high risk populations.

Kind of in summary, on page 13 and the page
14, some recommendations, the, the major change in the
SAAC program that would reduce it would result in

higher premiums, fewer options and ultimately increased

hospital bad debts, but probably worst of all a

decrease in the individual market stability which seems
to be better here than some other places, and what's
being recommended here is that on page 14 is that, is
that you ask HSCRC to continue evaluating SAAC based on
broader, the broader original intent of the program and
the broad program that, that Blue Cross had in place
back in 1974 when it was initially granted the
discount, that you use a, that you develop and use a
broad set of criteria based on quantitative and
qualitative measures. Some potential criteria are
listed here. And that last but not least, to really
focus on making no changes to the SAAC program that
will destabilize the, the individual market here in the
high risk insurance market. That’s a summary of the,

the Blue Cross position and some of the statistical
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information that, that CareFirst brings today.

Other questions, comments?

CHAIRMAN COLMERS: Questions? Ms. Thomas.

MS. THOMAS: How much of your business that
was charted here is ASO business on that, on that
clironifc geiart?

MS. RIVERA: I can’'t tell you how, how the
ASO business divides out here, because that, that data

is not -- to separate out the ASO business is not

readily available. This data comes from the Health

Services Cost Review Commission, and there is no -- the
hospitals do not and Blue Cross or CareFirst does not
have a marker, if you will, for the ASO business.

MR. PICCIOTTO: Generally, Alex, for the
business at large, just checked with our underwriter,
approximately 50 percent of our business is ASO
business. As Donna said, whether that translates into
50 perceritwf this rewe don it 'know,> but it isthal faf
our business generally.

MR. LARSEN: One of the questions I'd like to

ask, I guess assuming, as we will, that all data that
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you presented is accurate, Blue Cross has a large
individual market, which we know that they do, and it’'s
generally a higher risk, higher cost market, I guess
what I'm, I didn’t hear and thought I might, maybe I'm
headed in the wrong direction, which is what, what is
the correlation between what Blue Cross is doing and
their market share and practices in this market? 1In
other words, I know that they collect premiums from
individuals and the individual market, and I know that,
you know, Blue Cross has come in now and again for rate
increases, and you know, in my simple mind, I've always
thought of SAAC as somehow as serving as some type of
subsidy for these products, that only with SAAC ceom I'd
they be able to do this, and what I, what I haven’t
seen here at all is that, is any correlation other than
saying we have these high cost individuals that we get
through open enrollment, but we charge premiums to
those folks, and they certainly pay a heck of a lot

more than folks in the group market. So what’'s the

correlation between the SAAC product and what Blue

Cross is doing- however admirable and desirable it is?
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MS. RIVERA: Well, there are a number of
things. One is that in terms of the, the cost of the,
the chronic cases, I mean those are distributed broadly
through, through their population and do drive up their
costs compared to other carriers, and the SAAC program
provides funding to partially offset that cost. Not
emvén tHal Beof Stheat peost, ihsyoureomsider, or
approximately half of that cost if you look at just
that one piece of excess cost from chronic cases, the
SAAC program would cover approximately half of that
cost. If you look at the individual marketplace, the
individual premiums, the, the measurement Isxhkis
substéntial, available, affordable coverage, and if you
look at the individual marketplace, and if you actually

had the opportunity to look at low to medium risk

individual premiums, and you will in the, the full

document filing, you would actually find that those
individuals are being insured at lower than the group
rates. So they are being offered insurance at lower
than the group business rates for, for Blue Cross. The

high risk --
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MR. LARSEN: There are individuals that are
getting cheaper insurance than the, than the group
ralten

MS. RIVERA: Than groups, Yyes.

MR. LARSEN: For comparable products?

MS. RIVERA: Yes, I mean even after you make
all of the adjustments, they are very, they are lower
cert -

MR. LARSEN: Well, now that’s data I’'d like
to see, because I know my actuaries are, are skeptical
of that, because we’ve looked a number of numerous rate
increases in the last, last year. I mean I think that
those issues become critical to what SAAC does for Blue
Cross. That’s --

MS. RIVERA: Those, those individual products
are very reasonably priced, and that particular product

where it’s a very popular product, and it’s very

affordable to the low income individuals compared to

other things in the marketplace. Very good product,
very, very low premiums.

MS. WHITE: Can I, can I interject?
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MS. RIVERA: Sure.

MS. WHITE: Unless I'm missing the boat here,
the non-group individual product is underwritten and,
and that’s why I’'ve always explained to clients who are
incredulous that the, you know, that the group rate is
higher than this individual rate that they’ve called
about, I -- it seemed to me -- it’s always seemed to me
that it’s lower because of the underwriting or the
ability to underwrite.

MS. RIVERA: That, that would certainly be
part of the reason. 1It’s certainly a low age group,
and it’s a group with a lot of turnover, so some of
those factors could contribute to the, to keeping the
premiums low there too. Also the, the administrative
costs that, that CareFirst has are low compared to the
other folks writing individual insurance, and if you
measure the differential of CareFirst underwriting or
administrative costs compared to other individual

insurance writers, it affords about $16 million more of

care dollars for individual insured populations out of

this group.
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So those are some of the things that the, the
SAAC is, is really enabling, enabling CareFirst to do.
The high risk individuals and the, the high risk
individuals have a direct premium reduction as a result
of the, the SAAC program as well. So the dollars are
being used in a variety of, of manners to, to create
the product mix that serves the needs of the different
individual groups that are at high risk of not having
insurance or being underinsured as well as providing
for high risk populations that are broadly in the
CareFirst mix.

CHAIRMAN COLMERS: Marilyn.

MS. MALTSBY: Donna, on page 4, one of the
examples of criteria that, that you cite here is cross-
marketing of open enrollment and other individual

products. What would be CareFirst’s response or your

response to taking a similar approach in the individual

market that the State of Maryland took in the small
group market in terms of underwriting and community
rating and that kind of thing?

MS. RIVERA: The -- I personally think that
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there is an advantage to maintaining some separate
pools, and the reason is that the biggest barrier to
insurance is affordability, and if you start blending
these groups then you don’t really, you really start to
lose some of the affordability for the low income
groups that can come in through that, that can come in
through that underwritten product that’s open
enrollment¥ear: Youndl M I tésfunderwritten, Sbut . it’s
open year-round, very affordable. You start blending
that, and some of the ability to keep that price down
goes away. So, so I would not recommend blending those
groups, and I would also recommend making sure that the

product for that particular group stays a little bit

less generous than your small group product, because it

wiallngtartotor) fe affestitlie affordabildeymfactortaf
yel*put Lakllofli€hed benefits inis=That=particulas
product has, has lower drug benefits and a few other
lower benefits than your small group product, and they
would have a pretty significant factor of driving the
cost up.

MR. CAVANAUGH: John, one of the things that,
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that is a controversy is what is the original, what is

the authority of the Commission to do something like

SAAC? You and I have talked about this in the past.
Decyou siillegheesthatmrhs authority of the Commission
to do anything insurance related has to link back to
possible costs?

MR. PICCIOTTO: Yes.

MR. CAVANAUGH: And averted bad debt.

MR. PICCIOTTO: Right. And in response to
Commissioner Larsen’s question, as of now, and of
course the Task Force and then the legislature
ultimately writes on a clean slate so, sO anything is
possible, but, but the -- as we understand since day
one the HSCRC's authority and, and what SAAC is
intended to do is to reflect hospital costs, and to the
extent the HSCRC believes a carrier or set of carriers
is doing something from an underwriting or enrollment
standpoint that results in lower hospital costs, i.e.
averted bad debts or whatever that term of art is, that
that's the extent of the HSCRC'’s authority. Now, now

we, you know, we may choose or the legislature could
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choose to change that, but that the, the, that that’s
the sole focus of the HSCRC -- it’s the Insurance
Division, Commissioner, excuse me, administration,
excuse me, who determines what the rates will be that a
carrier can charge.

MR. CAVANAUGH: I think the, the Commission’s
current -- and what -- you just said, I’ve heard many
of the arguments in this presentation before. What'’s
somewhat new is the argument about adverse selection,
and I'm trying to make the linkage between adverse
selection and what you and I agree is the, the link
back to the averted bad debts that needs to exist, we
brought out a minute ago that the, the way you quantify
adverse selection includes probably ASO business, so
maybe Walf ofithet Ws"ASO. And when I think of that,

if you have a higher risk group in ASO, that isn’'t a

problem to Blue Cross so much as it is to the employer,

because any higher costs are simply passed threugls the
employer. Is that correct? I mean the nature of ASO
bl ==

MRs.CPIGETOMNED ¥ Lites .« el laf thel, thenanswer
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to your second half of your question is yes, that is
thatubyzdefindi tiléon ASQO miehs the, tit becthe gheup''s
money .

MR. CAVANAUGH: Then I think of other large
groups that may have insurance through CareFirst that
aren’t self-insured, that are insured through your --
and I'm having troublesthidking=ef sayreally«large
group, any group over 50 that has insurance that may be
a higher risk group that somehow got insurance from
Blue Cross that couldn’t if Blue Cross said we’re out
of this business. Go to another carrier as a large
group and get a -- I mean if they’re going to get
experience rated to the degree the new carrier can, but
they’re probably going to get coverage. Would you
agree with that or not?

MS. RIVERA: There, there are employers that,
that preclude people from participating in their
programs for a period of time based on pre-existing
conditions, and those are not really the types of

programs that, that CareFirst offers, so you know, part

of it goes back to that those types of, of practices
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and making sure that we’re encouraging the employer

narkei izt seff er ofren dafuwchehtm speopl arwhe have,

who have those types of medical conditions, and now

with health premiums going up 27 percent and 30 percent
and 10 percent, we may see some more of that type of
action too.

MR. CAVANAUGH: So they may have some trouble
getting coverage from another carrier. They may get
some employees kicked out for a while, but they’'re
going to get coverage eventually I would guess. And I
think that another chunk of your business would --

MRS SRNCETOELRC T PRSI [Excuise Mmels

MR. CAVANAUGH: Sure.

MR. PICCIOTTO: We’d like to -- I think that
there may be situations in which certain types of
businesses either aren’t solicited by other carriers or
there’'s -- and again, I'm not an expert on this, and I
don’t pretend to be. We’'d like to, if we could,
provide a little more detail on that in terms of the,
the marketing efforts and, and what we do versus the

competition.
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MS. RIVERA: In, in the meantime, they could

be uninsured and producing bad debts, so while they

were waiting to be covered, and the, the new
Commonwealth Fund --

MR. CAVANAUGH: The entire group or some
employees?

M8+ RIMERR: ~Fherpeopleywithy thet wereat
the highest risk of, of uninsurance which would be the,
BhosgiwithMthreni cl ‘congiviforrstiny et ipenrt ieular
iuatiten’. i« Sol gioly o, S sou llidokd sty the
Commonwealth Report, those just coming out, they’'re
eitdmgra, stat isbie of) W2 Percentrof Unimeuredsor
underinsured individuals being fair or low, fair or
poor health status.

MR. CAVANAUGH: I think some of the higher
acuity that you may have would also be in your small
grouphiproductis butfeEdcoursgy! 'emally greupkicanmgiump. ===

COURT REPORTER: Just a moment.

MR. CAVANAUGH: -- for your open enrollment,
for your, to any other plan. So I guess -- and then

you have some of the higher acuity medically
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underwritten, so while they are higher acuity, it is
past medically underwritten. And then some of your
high acuity is in your enrollment probably where in the
absence of an open enrollment product those people
probably would be uninsured. And I guess the large
point I'm trying to make is you’ve offered an argument
that Blue Cross or any carrier that has, that insures
these higher risk groups should receive some benefit
through SAAC, and I'm questioning whether just the fact
that they’re higher risk means that they’re otherwise
uninsurable. Clearly it’s not true in the ASO
business. We bicker a little about large group and the
small group that are otherwise insurable, and they’'re

medically underwritten and by definition whether

they’re higher acuity or not, they’re somehow past

medically underwritten. So I‘m not sure how much of
that amount you’d quantify when your adverse selection
really is ultimately traced back to people who would be
otherwise uninsurable. Again it’s bad debt.

MR AP ICEECI TORrmNThe a- = cail soyaal iEhifnks, sEnthdnk

you're probably -- I mean I think that’s a good point
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in terms of whether or not the full load should be
counted or credited or whatever you want to call it. I
think that''it’'s:THothunrea@eohable’'ts, €0 day that" part
of it should be. I think the other thing we might want
to consider or should be considered is, is the concept
of underinsurance. That is one of the reactions of, of
an otherwise insurable group that, that Blue Cross,
that leaves Blue Cross may be that they need to cut
back on coverages, etc. And again, there are a lot of
reasons why they might otherwise do that too, but I, I
think clearly the lion’s share of it should be --

MR. CAVANAUGH: I'd like to make two more
points. First, on page 4, one of your bullets says the

loss or substantial reduction of SAAC for CareFirst

would result in higher premiums, fewer covered

individuals, high -- and increased hospital beds.
First of all, would you agree that the higher premiums
would be for CareFirst enrollees that we -- if, if for
some reason SAAC were to end, not just for Blue Cross
but across the board, premiums would go up for some

groups, but wouldn’'t over time they come down --
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certainly for other groups who no longer paid the
hospital markups --

MS. RIVERA: Large groups and the Medicare

program will get a tiny break, and individuals would

get, would end up on the short end of the stick with
the potential for some fairly substantial premium
changes, so it would reverse the, the favorable or
potentially reverse the favorable program in terms of
individual rates.

MR. CAVANAUGH: Thank you. And based on,
Donna, the calculations you made, I added up roughly
102,000 individuals with Blue Cross to 90,600 in
individual products, and then you say about 12,000 in
small group over --

MS. RIVERA: With group size of one and, and
some more for group size of two.

MR. CAVANAUGH: So Blue Cross'’s entire book
of individuals is about 102,000, and if I remember
correctly, the SAAC enrollment was about 4,000 for
that. Does that sound right?

MR I BPNEEIOTTE: “iThe open enrellimsFie
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enrollment.
MR. CAVANAUGH: Open enrollment. I'm sorry.
MS. RIVERA: Yeah, I was going to say I would
count tilenlialisjaensinGrenre Lilment LruThé i othienene --
MR. CAVANAUGH: Open enrollment -- 4,000.
MS. RIVERA: -- the one product that’s
labeled open enrollment has, has I think it’s about
) 000 HlinlibLiE S

MR. PICCIOTTO: Somewhere in that -- I think

MS. RIVERA: About --

MR . qPHECIOFTONS" ~~tdtsmayebeyd 500+ iThirty
five, in that neighborhood.

MS. RIVERA: And it should be pointed out
that they’re being bombarded with mail about making
sure that they examine all of their other options in

case they want to convert out of that to one of the

other products as well, so even after they come in

through that door, CareFirst is offering the
opportunity to apply for :-the, the individual

underwritten product if they, if they can qualify for
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MR. CAVANAUGH: One last question. I scoured

the commission’s files and have no, no -- everybody

agrees witheyounitistory, o SAAGuEhatmeSie Green

(phonetic sp.) made this calculation. I can find no
record of the calculation itself.

UNIDENTIFIED MALE SPEAKER: It was done on
the back of an envelope.

MR. CAVANAUGH: I, I -- do you guys have the
envelope here or --

MR. PICCIOTTO: Gary, the, the urban myth
about that I guess is that, that they were, and again,
we may have someone who was there in the audience, but
is -- I'm not sure there is a piece of paper. We'll,
we’ll scour our file as well and see.

MS. RIVERA: I think the 1986 hearings,
someone said if it, if it were so high, then there
would be a parade of people running in to sign up for
et SAAC) prograng b Soni umugtwmot e too high: Maybe
it’s too low at that level because there is not a,

therd: haghst.bechibf longed e Ee, sign upsfer- s
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LARSEN: Thereis now unfortunately.

MS. RIVERA: Longer.

MR. PICCIOTTO: Longer, yes.

MR. LARSEN: I know that there is in the old
Insurance Administration building a, in the corner of
one of the floors a small shrine --

MR. PICCIOTTO: They should have bronzed his,
they should have bronzed his desk with all the files
ehatwhelds SF

CHAIRMAN COLMERS: Donna, I have a question

about the information that’s on page 12. One of the

things that you mentioned where Blue Cross should be

given credit is the participation in the global
insurance market. Certainly one of the things that
changed the small group from 1993 to today was the
change in ‘95 to allow the self-employed individuals to
participate in the small group market, and because
those individuals can participate either in the
medically underwritten non-group market or in the small
group market, the presumption is that those who are

self-employed would do so in the small group market
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only if they could not pass medical underwriting in the
non-group market. Is that correct?

MS. RIVERA: If the consumers were totally
aware of everything, they might do that and, and then
again,dthey might inoklsor=*=

CHAIRMAN COLMERS: Well, the only way in

which they can enter self-employed individuals in the

non-group -- in the small group market, I should say,
is during open enrollment period. So if they came to
you at some point other than the open enrollment
period, you presumably would tell them well, you can
buy insurance from us over here -- but of course, as
Sean points out, that is something that’s available to
other carriers who participate in the small group
market. Are you suggesting that you measure, that some
of the measure of benefit that Blue Cross provides to
the, in order to receive SAAC -- the SEGO which should
only be that portion of SEGO that is to the groups of
one, perhaps you are in your groups of two? Are the
finmbetrswthatlsare: on. page 12 for K SEGOhospdtal ecsts?

Are they total costs, and are they for the entire small
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group, or are they for only those groups of more than

two?

MS. RIVERA: They are the total medical
edsgtel and*they arerfortall group sizesicnThecgfoupssef
one and two, the total cost for the groups -- the total
medical costs for groups of one and two are
approximately 43 million.

CHAIRMAN COLMERS: Forty-three out of the

MS. RIVERA: Yes.

CHAIRMAN COLMERS: And if we use your rule of
two to one that you talked about earlier about the
chronic care, then the hospital piece for groups of one
and two would be about 23?

MSEREVERE ;e UlkeE , »thatsweuldaben - =

CHAIRMAN COLMERS: Or 217

MS. RIVERA: -- that would be a rough
estimate.

MR. LARSEN: There may be other questions.
Beth Sammiss kas towleawelatpld:1s, amd'I‘dilikevto

maybe reserve the right to have you guys --
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MR. PICCIOTTO: Sure.

MR. LARSEN: -- if you can be here come back,
but I'd like to give Beth a chance to come up and
address the group, and then when she’s gone we can talk
about her.

DR. SAMMIS: Thank you.

MR FBELCEIOTTOR: AliWoldeMAMST triek.

DR xSAMMBS 4 s L LoBetht Sammis+ ~LAmM a=Vice
President of Corporate Communications for MAMSI, and
genrheredte” talka==

UNIDENTIFIED MALE SPEAKER: The new, improved

DR. SAMMIS: The new, improved MAMSI, and I'm
here to talk to you today about some of our views of

SAAC which not surprisingly will mimic some of what

CareFirst has already told you. And I thought today to

talk about six things, one of which was the history of
SAAC, but I think that CareFirst covered that
relatively well, so I’1ll skip that and go directly to
what we see are the public policy goals that have been

achieved by the SAAC program. And we would concur with
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CareFirst that the SAAC program has brought stability

in the non-group market and that it has brought
affordable coverage. We would also concur that the
SAAC program has made it possible for individuals to
have coverage available to them that would not
otherwise be available in the non-group market. And
the SAAC program has done that largely because of the
incentives that are available to us as SAAC carriers
which I'm sure all of you know, most of you know is a 4
percent differential on inpatient and outpatient
regulated hospital costs, and that is an important
pointathat DIewant:tolbring up latery, that it Is.a
differential and not a discount as Hal and John have
imbedded in my brain forever so that the most that a
carrier can earn as a differential is anywhere between,
is up to 6 percent, 4 percent for the SAAC program, 1
percent for working capital, one percent for prompt pay
with Medicare and Medicaid always receiving the 6
percent lower cost at any hospital.

Well, what the incentive has done for us as a

company is to encourage us to act like a Blue Cross
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plan, to encourage Optimum Choice to act as an insurer
of last resort. We were faced, as all carriers were,
with the prospect of having to decide what to do once
the federal government passed HIPPA legislation whether
to remain in the individual market or whether to exit.
We exited the market in our indemnity company, our PPO
product sold through MAMSI Life and Health Insurance.
We don't participate in the individual market in any
state except in Pennsylvania where there is an
alternative arrangement, much I think along the lines
of what Golden Rule will advocate for the SAAC program
so that in Pennsylvania we’re not subject to guaranteed
issue for HIPPA eligibles.

We exited the market in Optimum Choice in
many states, but we did not in the state of Maryland
largely because of our ability to be able to obtain the

SAAC differential, and so we have stayed in the

individual market in Optimum Choice on both a medically

underwritten basis and on an open enrollment basis.
And we believe that that has offered some degree of

choice to individuals, that there is a product
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available to them not just from a Blue Cross plan but

from another carrier as well.

Moreover, we think that the incentives that
were provided to us as a carrier when we entered the
SAAC market gave us an incentive to do some cross-
subsidizations that are not a feature of the SAAC
program as it exists today. We were teld«byithe
commission when we were given the open enrollment
product that we had to reach a certain critical mass of
individuals in that product, or we had to continue to
hold quarterly open enrollment periods, and of course,
we would run the risk of not keeping the discount if we
didn't substantially increase the number of individuals
covered. And so we made a decision in January to
markedly reduce our rates which substantially increased
the number of people, surprisingly, who purchased the
product and increased the number of people who have
purchased that product again in July, and not
surprisingly as well, we have seen a silgni fieant
increase in our loss ratio in the SAAC program as a

result of the decrease in the premiums.
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So we think that the public policy goals have
been achieved, that those incentives have been, have
encouraged us as a carrier to act in a way that is more
aligned with those public policy goals, but we also
know that there is a cost to this program, and the cost
is, is that because this is differential and not a
discount, the cost, the decrease in what we pay for
hospital’ careis subsidized by those commercial
insurers and self-pay individuals who enter a hospital
and receive services. So in effect, we have taken a
subsidy from others to ourselves to be able to meet the
public policy goals, and we believe that it is fair for
the State to ask whether or not the costs that are
being borne by those other groups are appropriate to
the incentive that we are receiving to stay within this
product.

So we have a slightly different view of how

to solve this problem. I think we concur with

CareFirst that it would not be in the State’s interest
to, to dissolve this program. We do believe that it

has offered Maryland an alternative that is unique in
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the country, and I must say that one of my first jobs
was a staff person to the other insurance commissioner,
Ed Muhl, who had to have, had been given the task by

the General Assembly to have a study group on whether

or not Maryland should establish a high risk pool, and

the SAAC market came out of that, out of that Task
Force as well with glowing colors about why we didn’t
need a risk pool. So we’ve had a long history in
Maryland of looking at the SAAC product and always
eoneludimeg ‘thiadd) inWEECT: Ittshsuldrbe keptpzbut I
think this is the first time in which it was really
asked whether or not the costs and the incentives are
in line.

So here is our solution. We think that in
order to be able to restore fairness to this, that it
is appropriate for the HSCRC to look at establishing a
fair incentive, a fixed percent like we have now for
the value of the differential, and we don’t know what
that fair percentage is, if it’s 3 percent, if it’s 4
percent, if it’s something, whatever it is. We don’'t

know. And second of all, we believe that it is also
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appropriate for the HSCRC to encourage Cross-
subsidization of premiums by establishing a cap on the
yalue efiuthe;diffesentialvfor any earrier in the
market, and that could be a flat dollar cap, or it
could be a cap based on how many enrolled lives you
have  imlghe sSARAC program ~=IAnd if lmcany igiven yeanr a

carrier exceeded that cap that was preset on a, on a,

or set forth in some sort of a formula that a carrier

would know on an annual basis, if you exceeded that
because you didn’t appropriately lower the premiums to
make them affordable, the carrier would be subject to
paying the excess over the cap, and that payment we
would propose would go either to the HSCRC directly to
giving grants to hospitals to fund uncompensated care
or to the Health Care Foundation to help subsidize
programs to cover the cost of the uninsured.

I'd be happy to answer any questions.

MR. CAVANAUGH: Can you, can you describe
again the, the second part of this proposal, the cap,
and maybe you could just throw some hypothetical

numbers out there in terms --
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DR. SAMMIS: Say for instance that this year
the value of the differential for us would have been
past, that the HSCRC determined that in point of fact,
S2an i lsmc NN acgcdd deneugh nineent iwe | florn«0CT 1£o satayy
in the market, and I'm not saying that that’s in fact

true, but just hypothetically, so let’s say that the

value for us this year was 2 percent, and quibbling

overcthernvaluersse ferthruithe value , is 4 imillionsfor
us. We would have to pay $2 million to the HSCRC or to
the Health Care Foundation for this year, because we
exceeded the value that was predetermined on an annual
basis.

MR. HAMPTON: How, how would that be
determined, just by the number of people you take
thrcughfopentenrolilment-ecn ==

DR. SAMMIS: No, I think -- we don’t have a
lot of money to hire high priced consultants, so we
have an internal policy group, and we’re not reilly
sure how to establish that. We figured that the¢ HSCRC
was far more clever than we were and that they would be

able to come up with a complicated formula thatwe
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could all agree on, partly because we don’t understand
itk

ME.. LEARSEN : e-That, sthatifosmmla vis: whatjais
what the HSCRC would determine you would need in order
to write this business, is that --

DR. SAMMIS: What a carrier would need. One
of our other principles is that whatever the incentive
ik f orlienedcarriesttot remainuitithen in thedmarket is
the same incentive that every carrier should have to
remain in the market, because the purpose of this
program is not to give one, an upper hand to one
carrier over another. It’s really to encourage all
carrierstitol@cts li kemthe dnsurewsof  lasts resort.

MR. LARSEN: But how -- what is your
definition of this incentive? 1Is this something that
henapplidd theea ShnglesproimcE? Mlsuit! -+

DR. SAMMIS: The incentive is, 1is -- we see

the incentive as remaining more or less along the lines

oiswhateitrishvtodayiwheitch! 48 anfixed péreent
differential for all inpatient and outpatient regulated

hospital costs.
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CHAIRMAN COLMERS: So, so just to follow that

out, what you would do is each year calculate in

advance what MAMSI’s entire expenditure for hospital
services were.

DR. SAMMIS: Well, not MAMSI, just OCI,
because we’re not in the other --

CHAIRMAN COLMERS: OCI, and calculate from
that what 4 percent of that would be so that you would
identify what the, the value that you received. Absent
that, you would be paying 4 percent more, so that would
be the --

DR. SAMMIS: And I think there’s a stretch
here. The HSCRC through Sean was able to come up with
a test of how to evaluate the value of the differential
for each carrier, and that was a certain amount of
money. We then supplied the HSCRC with the amount of
money that we spent on hospital care costs for our SAAC
population. The difference is the value of the
discount or the differential to us, and so it is
appropriatet for chelHSER@stertakemthe next ‘step which

is to develop a formula for how one decides whether or
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not the value that a carrier has earned in this market
is appropriate for the costs that are borne by others
in the system, and that’s where we would urge the HSCRC
to spend its time.

CHAIRMAN COLMERS: One last question. You
mentioned that you had to lower your premiums in order
to meet the standards that were placed on you when you
received the differential, and you talked about the
loss ratio for your SAAC product. Could you share with
us what the loss ratio is for your SAAC?

DR. SAMMIS: The last time that I checked it
was running over 300 percent.

CHAIRMAN COLMERS: And how do the premiums

there currently compare to the prior premiums that you

had on your small group?

DR. SAMMIS: I have no clue. We -- Delegate
Redmer asked us a question similar to, to provide
similar data to him on our small group market as Blue
Cross has been able to provide, and I think they are
more sophisticated than we are. We don’t track the

group size of our small group market members. We made
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a business decision that we didn’t need to know that in

order to be able to set community rates, and so we just

deftB it waak Rit

CHAIRMAN COLMERS: But I wasn’t asking about
only the small, the small of the small group. I was
just asking premium comparison --

DR. SAMMIS: I don’t know.

CHAIRMAN COLMERS: But you could find that

DR. SAMMIS: Ieeould.:asWeould:yeu! like mectio?

CHAIRMAN COLMERS: Please.

BR. SAMMIS: “Altheugh I’'m nétusure that the
benefits are comparable, but I could find out for you
the, the premium for the, the new benefit plan that we
have assumed has been approved by regulations and are
getting ready to market in January. I could provide
you with that in the small group market which is, you
know, a takeoff of the --

CHAIRMAN COLMERS: Right.

DR. SAMMIS: -- comprehensive standard health

benefit plan, so it’s perhaps more comparable, and they
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are very similar to what our current rates are.

MR. CAVANAUGH: How, how big is OCI in
comparison to all of MAMSI?

DR. SAMMIS: OCI is our largest carrier in
the risk market.

MR. CAVANAUGH: But risk and non-risk, is it
half of all of MAMSI -- more than --

DR. SAMMIS: Probably.

MR. CAVANAUGH: Half.

BRSNSz nifcahisarfeahlin Itdeathenflag=hip
company .

MR. PICCIOTTO: Beth, I’'m, I'm missing
something in terms of the connection between the

proposal and hospital costs. The theory is -- I may be

missing it. The theory is that the HSCRC would

determine how much a carrier, how much a carrier
receives by way of differential, and then make another
calculation as to how much it needs to continue to
offer the products. Where do hospital costs fit in
and, or do they? Maybe they don‘t. I --

DR. SAMMIS: Well, you know, I think that
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one -- hypothetically, one could take the test as it
was laid out this year in terms of the value to each
carrier in the SAAC market and then decide how to

measure whether or not that value is an appropriate

enough incentive to remain in bal anenrs the costss

because all of us were earning a certain amount of
money that was more or less akin to our market share
within that, within that coverage and so there, the,
the value was approximately the same to all of us on a,
given our relative market share. So I donet! semiink st s
a stretch then to, to talk with the, for both SAAC
carriers and non-SAAC carriers to talk with the HSCRC
about how to determine what does it take to keep us in
this market, because clearly, all of us face a greater
adverse selection, a greater uncertainty.

We’ve had a number of people enter this
product who have needed rather catastrophic health care
services, stayed with us through those health care
services for maybe a month or two and then canceled,
and so there is a certain amount of, of risk that

you’re taking on that’s unknown, and o Bde T Eeukeep
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us in that market, there needs to be some incentive.
I, I think that has always been recognized by the
HSCRC. Now whether or not the value of the discount
should include both what we avert in bad debt and
charity care, because we’ve kept people out of the

hospital and sent them to AM-SURG centers or to

physicians’ offices for preventive services, 1 think

that’s another discussion again on a technical basis
with the HSCRC about how to determine the value to each
carrier. I would agree with you that, that just to
look at, at what we have averted on the hospital care
side is not an appropriate way to, to look at what we
might have averted on the bad debt side from the
hospital, because particularly in an HMO, the whole
assumption is, is that you get people into other sites
that are more appropriate for the care rather than
letting them walk into the hospital when they’re at
their sickest point.

MR. PICCIOTTO: So the -- I may be a loplLic
slow, but the answer then I think is that it really

doesn’t have to do so much with what actual hospital
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costs may be as a result of these programs but a

general feeling that, that as a public policy

principle, we want carriers to continue to offer in

this case open enrollment --

DR. SAMMIS: Right.

MR. PICCIOTTO: -- so the HSCRC decides how
much you and we need to stay in the program.

DR. SAMMIS: Right. They -- you know, we
have a flat differential just like we do now, and we
have to meet a test at the end of the year, and if we
meet that test, great. If we don’t meet the test, we
give the extra money that we’ve earned back to the
State to do good works.

MR. PICCIOTTO: Now I know what that little
heart over the I is for.

CHAIRMAN COLMERS: Any other questions?

(No audible response.)

CHAIRMAN COLMERS: All right, thank you.

DR. NEANMESw sBhanls yow. —J'm /soery; ‘I have to

CHAIRMAN COLMERS: It would be helpful if you
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would, at some point, put your proposal in writing -- I
know we’ll have it in the record there but --

DR. SAMMIS: Well, that’s fine. I mean to be
honest with you, I always thought that the most
appropriate place for this dialogue was really with the
commliss o, whigheils whypweididnit putdait 'in weiting)
but if you’re asking us to do that, I can go back and
do that.

CHAIRMAN COLMERS: Yes, I am asking. The
next item on the agenda is really quite appropriate --
oh, I'm sorry. We have one last SAAC carrier -- two.
Two last --

MR. SMOLARZ: Two that have come together
BEcahit 1y i defacth

CHAIRMAN COLMERS: Yeah, that’s right.

MR. SMOLARZ: Hi, I’'m Mark Smolarz, Director
of Business Operations with Prudential HealthCare, a
member company of Aetna U.S. Health Care, and with me
is Stephanie Williams who is the capitol region’s

counsel for Aetna and for Now Care (phonetic sp.) and

whe is here to make sure I added a member company of
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Aetna U.S. Health Care.

As I think most of you know, Prudential was
acquired by Aetna just about a month ago, and while we
have not had a whole lot of time in the last month to
talk about both Now Care and Prudential’s participation
in the SAAC program, Stephanie and a lot of other folks
within Aetna support the letter that was sent on
July 9th to Mr. Colmers that I believe everybody around
the tablel has.® Itwsdsyatshotty letter s Ivtllvjust
summati zer -4 8 anddnotwge tuinte ra - Fot cof sthe baskground
or, or policy issues that have been discussed already
by CareFirst and MAMSI.

My first comment and very important comment
which, in fact, both John and Beth were talking about
at the end is the impact of managed care. 1In the
calculation that is done, it is a pretty much one-to-

one kind of relationship. Here’s a 4 percent

differential, and here are hospital savings, and if the

two numbers kind of equal, then we all go back home
and, and put our feet up on the desk so to speak.

Unfortunately, as we mentioned before, managed care
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hopefully reduces the amount of hospital costs, so
there needs to be a factor in considering that as part
of this calculation, and if we go down the path that
Beth had proposed, I think we need to build that into
thénzal culafisneand. Inbaldeveldn my, Mdns indthel letter
Sh&E = IpTopesed T ell) inefactpriddidnyt seven! put-a
number out, because I was too scared to put a number
out for that, but in a separate letter to Bob Murray at
the HSCRC which Sean got a copy of, we proposed a
factor and showed how the calculation would have been
adjusted accordingly.

And I go into talking really about the total
costs, and I think we all know about how HMO manages
care for members in that, you know, we don’t want the
member just popping up in the ER of the hospital to get
all their care. We hope that the member would go to

their PCP to get preventive treatment and avoid those

trips to the hospital, and we think again there should

be a factor considered as part of this calculation.
The other issues, as you know, insurance is a

very cyclical kind of product, and it seems clearly
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when you look at the most recent year for the four
-carriers, it certainly was not the best year in terms
of looking at the comparison of those two numbers. If
yeuglookpbagk! thoughonovier timepi Iathink swyou' 1l see
clearly in Prudential’s case that we have justified the
4 percent differential when considering a cost factor
or even looking at it on a one-to-one basis that we
come pretty close in justifying it over the years, so
we think that it shouldn’t just necessarily be a 1l-year
type of look back, but maybe look at a 3-year trend.

We also think that you should look at each
carrier separately, not as a group necessarily, and I
don’t think that would be administratively burdensome
to hospitals who need, who already have to keep track
of all the various discounts by, by payer.

Another option would be to establish
parameters around the premiums that are offered,
because the number of members that are enrolled in this
program is a key part of this calculation, and as Beth

said, as she gets greater enrollment, her loss will

increase, and therefore she’ll come closer into
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justifying the 4 percent differential.

And then finally, we think that this issue
should be viewed in part of a bigger picture which is I
tiiifhk whe HSCRE! is §geing |tthroughe @' reinvention project,
and this should be part of that project as well. And,
and finally, we would just be delighted to work with
everyone just to ensure that affordable coverage is
available to the uninsured. And we can answer any
qguestions you may have.

CHAIRMAN COLMERS: Questions?

(No audible response.)

CHAIRMAN COLMERS: Thank you very much. We
did, we did have a letter -- Mike, do you want to take
a few minutes and talk about what you sent us?

MR. HAMPTON: Sure, can I do it just here?
Is this --

CHATRMAN 'COIMERBS: '"Wour tarl do it 'right "here.

MR. HAMPTON: Very briefly, we, we agree with
everybody else. We think SAAC needs to stick around.

The concern we'’ve got though is that we do believe that

4 percent is a little bit high and so we, basically we
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think the differential needs to be looked at and
reevaluate where that needs to be, and Beth’s proposal
may be viable. We offered a proposal to the
commissioner that maybe at the end of the year, you
simply look at the losses on the people that are SAAC
eligible, and then each year evaluate what the
percentage should be based on that. The other thing is
we think maybe we should look at improving the
benefits, make it a little more level across the board.
Maybe the small group health benefit plan is an option.
We’'re not really wedded to anything like that.

And finally, we’'d like to see the SAAC
program become the HIPPA alternative mechanism. Right
now, individual carriers like Golden Rule do have to
guarantee issue coverage to people that have used up
all their COBRA. However, we don’'t get any benefit by
taking those people, so we believe that put tings those

people over into the SAAC program may be a more

appropriate way to handle that. Additionally, I think

overall the cost for those people would probably be

lower in the SAAC program than in the general
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individual marketplace. So those are basically the
three items we’d like to see incorporated into the SAAC
program.

CHAIRMAN COLMERS: We did receive your
letter. We didn’t have a chance to circulate that
among the members. We do have a copy of it. I can
make sure that a copy is distributed to all the
members - -

MR. HAMPTON: Okay, thanks.

MR. LARSEN: We could -- why don’t we, at
this point, take a 5-minute break? When we return,
second half of the meeting I would like to have, we
would like to have a discussion with the Task Force
essentially about where we go from here. You have,
should have received a list that John and his staff put

together. It relates to issues market refiormy. andnyou

also have a copy of our charge. I think at this point,

it’s a good time to regroup and give ourselves some
direction in terms of where we go.
(Whereupon, a short recess was taken.)

CHAIRMAN COLMERS: 1In the interest of getting
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out of here at a reasonable hour, as Commissioner
Larsen pointed out before the break, included in your
packet today was a copy of a section of House Bill 43
which lists the charge to this Task Force as well as a
set of draft issues for this Task Force to consider.
What Steve and I would like to do today would be to,
first of all, remind everyone what it is that we’re
required to do under the law, check it off, and to find
out what work we need to do in order to complete the
background material and the findings of the group and
then to begin a discussion of what the issues are that
we put on the table for consideration in coming up with
our recommendation that’s due to the General Assembly
in December of this year.

Going to the House Bill 43, beginning on line
24 on page 12 of the bill, we’'re to review and study
the characteristics of the non-group market including

an analysis and survey of non-group products available

in the state, the demographics of those insured in the

non-group market, the affordability of non-group

products and pricing considerations and trends in
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premium costs for non-group products. I think some of

these we’ve accomplished and others we have not.

MR. LARSEN: I, I think that for the first
couple meetings, the large book that we got, the review
by our staff, HCACC staff, covers a number of these
items in terms of a survey of the products and jumping
down to the affordability. We’re going to -- our staff
is going to work on synthesizing this large volume of
information we got relating to the pricing issues and
the product issues in a form that hopefully will
provide in a couple, one or two pages some comparisons,
and hopefully that will give everyone a comfort level
that we, in fact, will have come as close as we can in
the time allotted to, to make this kind of comparison
and an analysis.

The demographics, correct me if I’'m wrong,
John, is one of the more challenging issues. I think
we’'re going to rely as much on national studies as
Maryland-specific information. We do have a survey
that’s going out that Alex put together that covers

some of these issues, so we do have a survey in terms

FREE STATE REPORTING, INC.
Court Reporting Depositions
D.C. Area 261-1902
Balt. & Annap. 974-0947




of lives covered under various products to give us
somewhat of a snapshot in terms of where the
disgtwiBusdomris ofi dindividual s minswhtichepreoducts in- the
market.

So I, you know, I think by the next meeting
we’ll hopefully have a better sense distilled down for
the Task Force members of what we’ve done in each of
these four areas, but I guess it would be my opinion,
thinking back to the meetings that we have, that
although the Task Force may conclude that there are
pockets of areas that we haven’t hit as well as we
might, and there will be time to f£ill those pockets

that we’ve done a basic job of trying to cover all of

these things. It just hasn’t I think really been

synthesl zed for themgreoupratrtihig point i -aJohm,=doryou
concur with that?

CHAIRMAN COLMERS: Yes, I do.

MR. PICCIOTTO: 1In terms of the
recommendations, I think that’s where the statute was
somewhat more vague, and really the charge that we had

was, 1is captured in lines 33 to 36 which is essentially
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based on its analysis, whatever that might be, we

should recommend whether changes should be made to
State laws governing the non-group market taking into
account then the next page is a list of, of issues or
products depending on how you view it, HIPPA, SAAC,
small group, health insurance coverage for self-
employed. And I think it’s responding to this second
piece that we might want to turn to this list that John
and his staff developed which I think is a great
kicking off point. Before we do that, are there any
questions about the first half of our charge which is
doing this review and study of the characteristics?
Marilyn.

MS. MALTSBY: You mentioned the, the survey
that’s, and the process regarding the, the number of
lives. I guess the question is there any way we can
get at, and I think the carriers -- like this, people
who have tried to get into the system who have said
it sliteoorhighswandsTucan’ tywandy - thesevare ;thhe reasons
why I haven’t gotten to this -- that seems to be a

missing piece that those who either couldn’t afford it
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or were denied or what have you, and do we have a sense

of that? I mean it gets back to the question of what’s

the magnitude of the problem, and how do we get our
arms around that?

MRESEIEClGINTORMIGH IR SHeme sl | e hEnikapasEl ot
the magnitude of the problem you try to get at by
looking at what'’s available in national statistics. We
know that the bottom line is that there are between
600,000 and 700,000 people who do not have health
insurance in the state, and I think part of it is to
try to winnow out from that those people who are
working in a group environment where they’re not
purchasing insurance where it may be available to them,
winnow out those who may be eligible for government
subsidized insurance whether it’s Medicaid or the CHIP
(phonetic sp.) program that are not availing themselves
e that cpetioncandytry e get! back'down'“E® out”of that
600,000, how many are folks who potentially could be
purchasing insurance in the non-group market but, but
are-not: ‘But IVdenitilknew"-ef* any wayt+oef getting-at in

the direction that you’ve asked where you go to the
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carriers and say how many folks have said we’d love to
buy insurance from you, but it’'s too expensive.

UNIDENTIFIED FEMALE SPEAKER: But Marilyn, I
did ask in a survey what the number of applications
received for Maryland contracts were and then how many
contracts were issued, so I think we’ll get some kind
of gense.

MS. MALTSBY: I think, I think we need to
have some number and how we, we, whatever assumptions
that we use to arrive at that if we could at least have
some number that we can kind of, kind of build a
phebure sEchinkras park of courtrepeomnt, |1 thimk it would
g, - hedhp Sl

CHAIRMAN COLMERS: Any other questions? Yes.

UNIDENTIFIED MALE SPEAKER: KAnS Just igoing o
comment that I don’t think we can get that number and,
and to specifically refer to the data that Alex
mentioned, for those -- individuals that aren’t

purchasing it because they can’t afford it, those are

probably individuals that were declined because of

medical reasons and if, if someone is interested in
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health insurance and they don’t buy it because of cost,

it never gets to the carrier. That, that information

is given to, you know, Christine or some other brocker.
It never makes it to the carrier level.

UNIDENTIFIED FEMALE SPEAKER: That’s true.

MS. MALTSBY: Could the broker community
provide that even --

MR. REDMER: Ideon4ttii thiinkeime gt $ $L¥donat
think most brokers keep track of the people that they,
that they talk to about a product and, and they say no,
I'tden“towantato «der it s ulte itoe experisive. ' »I -mean you
could probably get some kind of data, but when you look
at the number of brokers out there and the number of
people that don’t buy something, you know, I think it’s
going to be so inaccurate that it’s probably not going
to be worth discussing. I, I think the, the end result
is, from my perspective, if we have 600,000 that are
uninsured, you know, we can assume that there is a
small percentage of people that just aren’t interested
because they don’t care about insurance, and there are

a certain number of people that don’t have it because
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they can’t get it because of health reasons. You can
probably assume that the majority of what’s left are
not buying it because they don’t want to pay the price,
or they can’t pay the price.

MR. PICCIOTTO: And there is -- I mean Donna
Rivera mentions there are studies out there that talk
about income level and connected with the percentage
that have insurance, less likely, more likely, and I
think that’s probably as close as you’re going to get.
It’s almost like you could make an intuitive argument
that there are a certain percentage of people who can’'t
afford it, certain percentage who don’t want it.

MR. LARSEN: I, I agree, Marilyn. I think
that the, kind of the resources and the time, you’d
probably have to have a full-blown, you know, study
over a period of, you know, a year or more to try and
capture that elusive piece but important part of the
data.

CHAIRMAN COLMERS: We may be getting some

information. I know that we’re have included some

questions on the behavioral risk factor survey which is
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a survey that goes out each year to individuals in

Maryland on insurance status, but I don’t think we’ll

g Eoathe jouwestien vof: afferdabil ity forthe sfelks who
don’t have insurance. I mean ultimately, in other
states that’s how they do it is they do surveys of the
population which ain’t cheap.

MS. McCLEAN: We do have some information
from Deborah Shelay (phonetic sp.) who presented here
last time from Alkacenter (phonetic sp.) that we’ll
incorporate --

CHAIRMAN COLMERS: Okay. Well, then the, the
next point is to talk about these issues, and although
Steve gave us the credit for putting this together, we
did sit down with him and his staff to, to go over the
list and fully expect that the group here will change
it radically as, as you go through it. We have no
pride of authorship here. But just going through what
we’'ve seen in the law and the discussions that we had
here, the first that seemed to us threshold gquestion
was have, has it been determined whether the non-group

market is in fact broken and in need of some sort of
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repair, and there may be some who would argue that
status quo is perfectly fine, and certainly some might
say that in comparison to what’s going on elsewhere we
shouldn’t change anything and just leave well enough
alone. I think that ought to be a question that should

be debated by the group based on the facts that are

before us and our experience in the presentations we've

had.

A second set of guestions is really related
to getting to what the charge of the, the group is. As
teve points out, the enabling statute is a little
vague in that respect, and so another threshold
question is what is our charge? 1Is it our charge to
look for ways to expand coverage, to take a bit at the
600,000 or 700,000 folks who are uninsured, or is it
more narrowly to look at providing a safety net for the
uninsurable who -- purchase insurance in the non-group
market or don’'t have it available to them elsewhere, or
is it to do both? Can you do it as a combination of
both? I don’t think again the statute gives us

direction. I think we have the flexibility, if we want
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to, to focus our attention on either one of those two
@F, @r LotlM

If the answer to the first question is that
it needs repair, should we take a global approach, that
is to say look at the entire individual market and
redesign that along the lines of what we had seen last
time that they have done in New Jersey, other examples
might be New York, of where it’s worked. I know there
is some debate about whether that’s been successful or
not. You know, but that is an approach that we could
take.

Another approach is to do an incremental
approach, that is to say build on the reforms that we
have seen in the small group market and extend some of
those, some or a portion of those to the non-group
market. And among those lists could be community
rating or a standard benefit plan, discussions about
pre-ex limits, guaranteed issue or renewal. And again,
do you apply these to all non-group products, some oF

those to non-group products or what? Or do we just do

a laser focus on SAAC based on the premise that we, we
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can’'t do anything else and just focus on, on that.

And finally, we listed, again not meant to be

in any way exhaustive or exclusive of one another,

other alternatives that we may consider. Create a high
risk pool in the non-group market as they have in other
states in lieu of SAAC. Mandate the carriers that sell
in other markets also sell in the non-group market. If
you want to participate in the small group market,
maybe you ought to participate in the non-group market.
Subsidize the non-group market through other markets.
Iymeean pasetpofvthat .ig what "SAACHdGes ) Bukt arésthere
other mechanisms in which you can think about doing
that? Think about looking at the tax structure. I
know there are limits to what you can do on state tax
incentives, but there may be following along what the
federal government may be considering as part of the
tax package nationally, if they don’t adopt that, do we
do something separately here in Maryland for the tax
treatment of individuals purchasing health insurance?
Do we say we don’t expect the private market to act as

the insurer of last resort? Do we follow an approach
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that’s been done in other insurance markets where we

have, in the automobile market where the State has

become through, sthrough MALE sthe “dtmsurextof last
resort? And F, which is a little bit along the lines
of what was up in 3 earlier, creating a single standard
non-group product.

Now you’ll note on the list here I have not
included any specific proposals for SAAC. I mean that
is -- that can be done in, in combination with 3C or,
or elsewhere under the, under the other options. We’ve
heard some proposals today to, to consider. And again,
really the point of today’s discussion is up to now,
the Task Force has basically heard information. Now is
our first chance to begin to hear from you as members
of the direction that you think we ought to take to
give us some idea of where you want us to proceed so
that we can begin planning the next set of meetings for
the Task Force to begin to develop recommendations to
make to the General Assembly by, by December.

Do you want to add anything?

MR. LARSEN: Well, no, I was, you know, I can
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at least start off some of the discussion with respect

to 1 and 2 and I, then I would just be interested in

hearing everyone else’s impressions about all of these

issues. With respect to 1, has it been determined that
the non-group market is broken and in need of repair?

I think that, that is a good question to ask in light
of whether, what changes we’re supposed to recommend.

I think given some of the testimony we heard from the
consultants and the complete disruption that some
states have experienced with their individual market I
think it’s, my impression is that although we may think
improvements can be made in access and affordability in
the individual market, I also think it’s fair to say
that we’re not, our market is not in the same condition
as many of those other states which have gone through
some of the reform measures that we then heard about
such as New Jersey, and I know we didn’t hear about
Kentucky, but if you follow the individual market at
all, you know that Kentucky is a state in complete, or
was in a complete state of disarray. And my, my own

perception is that our individual market can be
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improved but is not at the point of breakdown that it
has reached in other states, and to me, then that leads
to the conclusion that we may not necessarily need as
radical a change to our market than other states have
pursued in order to fix it, and you know, my own, my
own view is that, you know, whether it’s through some
combination of, of SAAC and other measures to expand
coverage and affordability might be at least what I've
seen so far the direction that I personally might want
tongel Iém-netr sumelithatesemer ofrthe: other- mager
changes out there whether those are solutions in search

of a problem or whether we risk more disruption than

improvement depending on what we did, and that’s just

kind of a general perception that I have. I would like
to, as John has mentioned, we both mentioned earlier,
we do need to focus on the SAAC issue but maybe take
the SAAC concept and see whether we can accomplish more
with it consistent with, with the role of the HSCRC and
the rate-setting process, but it is a unique funding
source in a sense. It’s not free money as we know.

It’s a differential that, that ultimately gets spread
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out among the other payers, but it is a system in place

that we’ve heard, you know, that allows us to do some

things that other states have to use other mechanisms

to achieve, so that’s just kind of a 30,000-foot
overview of what I think I, I, where I stand on, on 1
and 2 anyway.

MR. REDMER: I agree with everything that,
that you said. I would like to throw out a couple of
other issues that, that are on there. I, I guess that
one is the relationship between the non-group market
and the self-employed individuals from small group --
i piEhifk theyeshould bel legkadiasl tagetfhens

The other issue is, and I don’t know whether
we should address it, but I think we need to at some
point look at it so that we’re not acting in a vacuum
and, and that is to see where the other Task Force is
in discussing the private sector option for the
children’s health program. I, I know that there is
discussions and recommendations that are going to come
out of one and, and there might be a role for the non-

group market in that as well.
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MR. LARSEN: I think those are good points.

I think particularly the, you know, the private sector

dptilom i fityoumeamtsuilew, itks 1t hive, .griidsmeving sfxom
complete public subsidy to those who qualify for the
public programs to, you know, a higher percentage of
the poverty level where there is a, you know, maybe a
premium payment but some subsidy and then moving into
what, what is next available to people who may have
insurance problems through the purely private market
and how is that subsidized. You can kind of, at least
in theory, conceive of a seamless web of coverages
depending on where you fit into that grid and knowing
what the Private Sector Option Task Force is doing
would be most helpful.

CHAIRMAN COLMERS: Well, having not gone to
the meeting yesterday but having heard about it,
apparently they are getting to the point where the, the
number of IEFassEhat Netlics be Eves llable under the
private option, based on some fairly decent studies,
looks like it’s pretty darn small, and you may have

coupled with that the administrative difficulties for
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the employers, the carriers that having a private
auction might be problematic. They are, however,
looking at the possibility of expanding the CHIP
program, and they looked at it in terms of the
populations up to 235 percent of poverty

MR. PICCIOTTO: For the families of children
who would, *who qualify for it.

CHAIRMAN COLMERS: Right. Currently it’s for
families, for kids and families up to 200 percent of
poverty, and potentially expanding it up to 235 percent
of poverty adds additional lives. The analysis that
they are looking at is do you do that under the current
MCO program, or do you do that under the private
option, particularly for those above the 200 percent of
povie Xy,

MEIA MeCLEBANmc I g "that kkids emly, or is' that
kids and families?

CHAIRMAN COLMERS: Kids only.

MR. HAMPTON: Now they said the, the

employer -- best case scenario the estimate was the

best, the best that the employers could expect to do
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was help 1,700 kids. Non-group market was a little bit
better, but it was pretty low. Was like 4,000.

MS. MALTSBY: Steve, I would agree with you
in terms of Maryland not being in as bad a sitwation in

the non-group market as some other states. But there

are still some access and affordability issues that we

need to address and, and in light of that, I would view
the charge of the Task Force as both A and B, expanding
coverage and ensuring a safety net. I’'d like to see us
continue to hammer away, if you will, at some options
or how we can both expand insurance coverage in the, in
the market. So that takes us to looking at the
products and, and I think I would like to see us
address, at least come to some resolution on many of
the questions that are presented in the report which I
think then directly back to expanded coverage and, and
assuring a safety net. I think we’d be remiss if we
didn’t do a more comprehensive focus and would suggest
a focus --

MR. LARSEN: Are there any, based on what

you’ve heard so far, of the options under 4 that you’re
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prepared today to say well, I think we ought to at
lsastwicansucn X exrtfter ; | ornnétswAndr.Bamt certainly not
trying to tie people down. I think that we do need --
and one of the options that John and I discussed was if
there is general consensus with respect to what we're
dealing with under questions 1 and 2 and perhaps under
3vthat a:smallerigrotpyer-could bewthe community, rthe
whole, but a smaller group could sit down and try and
thrash out a couple different options for consideration
foEnnhe Yargertgrolp Toy=tolt@ke up laterwthissmmonth
when we have our next meeting. That'’s certainly not
meant to foreclose any of the options but simply that
itesnEomesimesidiffieul s ine thiisthindvet ,setting to
simply just plow through, you know, the options.

CHAIRMAN COLMERS: To me it gets back to the

how, how broke is broken, and I still don’t have my

arms around that enough. I mean is, is it broken
because, is it broken because there are, are pricing
Seeueel aftd Iiican’ &t afferd it,@or is it breken because
therewate merketing' ibeuest orhsand=Itm justrmet.sure

that I'm on the same page as everyone else as how
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broken the Maryland system is and so what, what it is
Ehgt el need tovtanget.., ~Ithsplike d-ganstt say that
let’s, let’s look at the whole rating piece right now
because I'm not, while I think pricing is an issue -- I
think it is an issue, I don’'t know that we’ve all --
pricing is an issue and this is an issue, this is an
issue, this is, and therefore we need to target our
meetings there. So I can’t be more specific than
saying we ought to go up to high risk pools. That’s --
I don’t think that’s something that I have on my agenda
in any event but -- so I guess I need some clarity as a
group as to what, what are we saying is broken, and how
broken is, is Maryland’s system and what, what it is
that we’re really targeting?

MR. LARSEN: Well, I'm wondering whether
pulling together the information in D in a form that

might give at least more of a snapshot than we have

sitting here today, you know, might facilitate more of

the discussion. 1It’s not going to get, you know, we’re
not going to be able to get that basic information that

I think you’ve appropriately identified as which would
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be the most useful is exactly who is the population,
and what exactly is the problem. Knowing --

MS.' MALDEBY= I iwws: thinkimg dmi~=-.1I"m sorry
for this -- that some matrix that’s, that kind of even
loocks at the pros and cons of that or how it would
affect Maryland’s system might be helpful to us as we

try to -- our discussion. You know, what are the

inpldicamichs of ‘ar high wisk poel:in Maryland's =t and

have that as a talking sheet for us, if you will, to
kind of look at, lay out the pros and cons and what the
impact is on the system or, or will it fix anything in
Maryland’s system, that that might be a good talking
point for us.

MR. LARSEN: In other words, take the options
that we’ve heard about, the experiences in other states
and trying to --

MS. MALTSBY: And, and some of the options
that are listed here.

MR. LARSEN: I think that, that would be a
good approach.

MS. MALTSBY: Either -- or we can rule out
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this list from 8 up and say and this is not something
that we’'re interested in right now and, and come up
with a list that we’re interested in exploring.

CHAIRMAN COLMERS: I guess one of the other
problems that we’ve had and the reason that we wanted
to put this set of issues out there is that we do have
the deadline to make this report in December. The
focus needs to be at least initially to be focused on
the SAAC product, and yet if SAAC is not to continue,
if that were one of the conclusions that either because
the rate setting commission can’t come up with a
mechanism that the carriers agree to participate under,
then we have to be thinking of alternatives. That is
one thing that is unique here is we do have a mechanism

for people who are uninsurable otherwise to, to

pPlEchaselinsmtaicellwin | terme ~of sthest iming of aldwof

this, I think the, the SAAC issue really is sort of
fundamental and getting a grip on that. And so the
thought was to really have to lay out a lot of the
cptions beyond SAAC and try to reach some conclusion on

that in time for this interim report, because they are
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very much interrelated.

MR. REDMER: I think the staff has done a
great job with outlining some of, of the issues, but
before we debate them, I think maybe as a, as a group
what we need to do is, is reach a consensus as to what,
if any, are the specific problems that we’re going to
Cry to address. As an example, if we look at access,
well, as far as I'm concerned with, with the small
group product that’s out there and with the SAAC
program as it exists, we’ve got plenty of access and,
and I don’t know that that’s a problem now. Are people
able to buy the level of benefits that they want in the
marketplace? I don’t know. That may or may not be a
problem. Is price something that we need to address
specifically as a problem? We can make those
decisions, but I think if we’re going to solve some

problems, we need to know specifically which ones we'’re

going to address before we offer any solutions for

them.
MS. MALTSBY: That’s kind of -- my question

of how broke is, what’s broken. What are we defining
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as broken and how -- broken?

MR. LARSEN: When are the survey results
supposed to get back from the carriers?

(Asides.)

UNIDENTIFIED FEMALE SPEAKER: Yes, the 24th.

(Asides.)

MR. LARSEN: One, one idea that might help us
almost to track this thing, to stay on our schedule
with respect to the SAAC deadline, which we kind of
concluded was hard to do in isolation, would be for,
for the staff of the MIA with, with HCACC to pull
together in a format that, that will be hopefully
revealing all of the information that we have under D

that’s been presented to us in terms of what products

are out there, what some of the price comparisons are

that will at least give people a picture of, you know,
what you have to pay to get individual product, how it
compares to the group, what type of coverage you get,
and at the same time for, still have whoever is
interested sit down and focus on the SAAC issue, and

come back with one or more SAAC proposals so that at
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the next meeting, we can at least have progress on
defining what the characteristics are and therefore
maybe what some of the problems are and perhaps compare
that with one or more of the SAAC proposals and see
whether there is a, at that point a deficit between
what we can do with the SAAC product and what we might

think, based on the preliminary analysis, what some of

the products are so that, you know, we’'re still moving

forward on the SAAC product. At that point, if we
determine that gee, we still really don’t have enough
data on the bigger picture, then so be it, and we’ll
have to gather that information, but I think it might
be useful to compare at that point here is the data we
have. Here's at least what we can do on this first
stage which is SAAC, and gosh, is that enough? Or
maybe if we tweak SAAC to make it newer and brighter
and better, if that’s possible, that maybe can address
most of the problems we see over here with SAAC, or we
conclude that SAAC just doesn’t have the capacity to
deal with what we think is happening here. Is there

any objection to kind of two tracking this? Start,
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start the evolution or the development of the SAAC
proposals and then also discuss kind of what this
demographic information that we have is going to show
us?

MS. McCLEAN: Steve, would you like us to
also break out how SAAC is now as opposed to how SAAC
is proposed to change under the regulations that we’re
looking forward, because a lot of these positions --

MR. LARSEN: Yeah, I think, I think, you

know, I think to have in front of us, you know, a brief

summary of, you know, SAAC, what the numbers were. We

saw the, you know, numbers that had been bandied about
about the $30 million and the $3 million, but you know,
spend as much time thinking about what it is, how we
can tweak that, because I think at that point we need
to have a pretty serious discussion about ways to make
that correlaticn more acceptable given the constraints
of what the HSCRC wants to see and then what we’re
trying to accomplish with access and affordability.
CHAIRMAN COLMERS: I think the, the only

other thing I would add to that is that in the, in the
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interim, as people look at what the options are, I know

it’s difficult at the end of a 2 1/2 hour meeting to be

fresh with your ideas, we did get some under other
options, but to ask that people send those in writing
to, to Steve and to me so that we can include those on
a list and provide an updated list again for the next
time we meet in preparation for not the next meeting
but the meeting after.

MR. LARSEN: Now every time -- John and I did
identify some dates, because I know that there was an
igssue relating to notice for today’s meeting for which
we apologize, and I'd like to share those with you and
hope that they work for your schedules. The next
meeting would be on September 29th, although it would
be in the afternoon rather than in the morning, and I
don’t know if there are any preferences, you know, of a
3 vroweSy game of Jappraachy wAnd) I guesggwe Lyl rand do siss
here, although we’ll have to check. I don’t think it
will be a problem. And then a meeting on October 12th
in the morning which this, this is not a Wednesday,

right? The 12th is a Tuesday?
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UNIDENTIFIED FEMALE SPEAKER: Tuesday.

CHAIRMAN COLMERS: Yes.

UNIDENTIFTED FEMALE . SPEAKER: ' In the morning.

MR. LARSEN: In the morning, and then the
19th in the morning. So hopefully that will let people
coordinate their schedules at least for the next 6
weeks.

So we’ll start to pull this, this material

eegeEehicE, "afd wedl I idelererytiifig iWeliedn 6 get fyou

something prior to the next meeting so that you have an

opportunity to look at it, so you'’re not seeing it for
the first time when we gather on the 29th.

CHAIRMAN COLMERS: And in the interim, you
had talked about perhaps a small group getting
together.

MR- LARSEN : -*Right , #aghtyo1If you're
interested in participating in the SAAC project, please
give John or I a call, and that will be scheduled
probably in the next, you know, well, 2 weeks at least.
All right. I guess that’s it.

CHAIRMAN COLMERS: Oh, yeah, one other
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announcement I wanted to make, and that had to do with
vouchers for travel expenses. Barb, you want to update
the, the group on what you had told me?

MS. McCLEAN: There has been a question
raised on how we’re going to deal with compensating you
for your mileage, travel expenses. Rather than doing
it at each meeting, if you think it’s appropriate what
we would do is have you keep track of it and then in

December when our interim report is due, we’ll have

everybody submit one filing, then we’ll do it again at

the end of the fiscal year, the end of June, and then
since this group continues until December of next year,
we’ll do it again. So rather than submitting every
month, we’ll do it three times if that’s okay with
everyone else.

CHAIRMAN COLMERS: Thank you.

(Whereupon, the meeting ended at 11:30 a.m.)
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